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ADDRESS  BY 
FRANCOIS-XAVIER  ORTOLI 
PRESIDENT  OF  THE  COMMISSION  OF  THE  EUROPEAN  COMMUNITIES 
INTER-ALPHA  GROUP  OF  BANKS 
New  York,  September  26,  1974 Tonight  I  am  going  to  talk about  a  Europe  at  once 
ambitious  and  troubled.  Nine  countries  ~re  enga~ed  i~ a  re-
volutionary  enterprise.  They  want  to  build  Europe~ Thirty 
years  ago  they  were  at  war,  today  they  try  to  uriite. 
So,  let's not  be  astonished  about  the  troubles 
we  are  in  a  period  of  creation,  every  day  proves  that  this 
creation  is  certainly  a  difficult  one.  The  structures,  the 
interests,  the  habits,  cionfiont  each  other  every  day.  But 
let  us  not  only  see  problems  and  obstacles,  we  also  have  to 
be  aware  of  the  progression,  the  move  forward  which  certainly 
exists. 
Maybe  these  first  words  astonish  you  a  bit,  for  I 
am  speaking,  I  know,  in  the  name  of  a  ~isconcerting Europe. 
It  is  necessary,  that  you,  here  in  the  United  States,  know 
that  under  the  commotion  a  completely  new  reality  is  emerging, 
a  reality  which  anybody  in  the  world  must  take  into  account. 
Europe  is  not  only 
. I . 
... Europe  is  not  only  a  dream,  Europe  hns  snhst2nct:>, 
its  own  responsibilities,  its  own  field  of  action.  The 
whole  area  of  commercial  and  tariff  policy  is  community 
policy.  When  the  new  discussions  in  GATT  start,  it is 
the  CommunLty,  and  not  the  Nine  Member  States  which  will 
be  negotiating. 
The  agricultural  policy,  that  is  the  whole  organi-
zation  of  the  trade  and  market  as  well  as  the  agricultural 
price  policy,  is  community  policy.  These  are  wellknown 
examples,  but  they  show  that  Europe  exists.  What  we  see 
is  only  the  top  of  the  iceberg  - but  the  submerged  part 
is  also  considerable  with  the  customs  union  and  the 
competition  policy.  This  submerged  part  is  steadily 
extending  for  instance  now  u~ into  the  area  of  social 
policies. 
Furthermore,  you  have  to  note  that  Europe  is  affirming 
what  we  could  call its identity,  its  ~olitical personality. 
A  re~ular,  close  and  strong  cooperation  has  been  organized 
between  the 
member  States  in  this  field~ 
. I . ;JZ$L.  .a 
mem~e~ States  in  this  field.  This  cooperation  leads  us 
sometimes  to  speak  with  one  voice,  but  more  often  to  sing  I 
t,he  same  song  even  if  there  is  from  time  to  time  an 
ttnfor:unate  false  note. 
theestablishrnent  of  a  common  policy  towards  the  third 
woild,  a  policy  where  important  achievements  have  been 
made  and  initiatives  are  being  taken. 
On  the  whole  in  the  political field  we  sometimes 
meet  rebuffs  but  more  often  we  progress. 
Indeed  we  in  Europe  do  not  have  any  other  choice. 
Today,  for  the  European  States,  there  is  no  worthy  alternative 
to  the  union  we  are  building  among  our  economies,  our  nations 
and  our  peoples. 
The  affirmation  of  the  European  ~ersonality is  today, 
in  1974,  not  a  question  of  choice  or  of  political  intuition 
but  a.necessity.  United  by  geography  and  civilisation, 
Europe  is  also  united 
. I . Europe  is  also  united  by  common  problems:  poor  in  ra~v 
m  a t  ~  r i d  1 s  a u d  en  e r g y ,  h a r o  h i  t  by  t he  oi  1  c r:i. s i s ,  h ig  h 1 y 
econoilli~ully  iuLeu.tepenaent:, ·Europe  must  face  the  economic 
and  moneta=y  troublas  d3  a  ~~ity  and  find  a  coherent 
repartee  to  these  menaces.  In  the  same  way,  the  very 
nature  of  o~r  open  econonies,in  which  full  employment  and 
growth  depend  on  the  expansion  of  world  trade,_jmplies 
that  Europe,  in  order  to  be  efficient  and  to  obtain its 
rightful  share,  starts  united  the  vast  and  multiform 
international  ne~otiations  we  are  approaching  and  contr~bute 
united  to  the  definition  of  a  new  lasting  world  monetary 
order  and  world  trade  stability. 
This  does  not  mean  - quite  the  contrary  - that  the 
way  of  Europe,  the  only  possible  issue,  will  be  easy  to 
take  and  that  it will  be  possible  to  advance  along  it 
easily  and  rapidly. 
The  difficulties  stem  first  of  all  from  tough  and 
often  crude  discussions  of  interests  which  are  necessarily 
a  part  of  the 
./. ..  5  -
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the  vo1untarily  rational  and  p rogr es si  ve  met hod 
In  addition,  and  this  is  the  second  majar  difficulty, 
the  varying  degrees  of  sensitivity  of  our  member  countries 
to  the  econo~ic difficulties connected  with  inflation  and 
external  deficits,  as  well  as  excessive  disparities  in'their 
internal  development,  favor  divergent  views  of  the  order  of 
necessities  and  priorities  for  action. 
These  differences  in  views  explain  why  it is  so  often 
hard  for  us  to  engage  ourselves  fast  and  freely  in  certain 
needed  common  actions.  For  example,  in  spite  of  all  the 
efforts  of  the  Commission  over  which  I  have  the  ~orror  to 
preside,  we  are  only  about  to  define  an  energy  policy  on 
the  European  level  while  we  here  have  a  collective  field  of 
action  which  ought  to  be,  and  I  still hope  and  believe  it 
will  be,  the  next  important  development  in  this  European 
common  basis  I  was  mentioning  before. 
This  priority  for  common  action 
• I . Th~s priotity  for  ~ommon action  in 
energy  must  be  seen  in  a  larger context,. that  is,  the 
context  of  organizing  ourselves  with  strength  to  be  able 
to  give  .:~n  ans"'2r  t0  '•~1a;:;  l  will  call  the  great  challenge: 
the  economic  and  monetary  challenge  which  will  be  the 
hardest  and  the  most  enduring  one  we  will  have  known  foi· 
the  last  forty  years. 
You  must  know  that  when  I  say  this,  the  will  to  build 
Europe  does  not,  in  my  eyes,  veil  the  evident  truth of  which 
we  all must  take  the  consequences.  This  ta~k is  a  task  for 
you,  for  us,  for  the  whole  world  with  its  tot~l  economic 
6rder  in  disarray  and  with  its  obvious  interdepend~nce.  We 
have  to  solve  these  problems  together,  we  have  to  avoid 
scatt~red action  and  avoid  incompatible  steps;  we  have·  to 
define  the  necessary,  adequate,  international  solutions  to 
such  world  problems. 
One  of  the  actions  which  Europe  has  to  pursue  is  to 
organize  itself  in  view  of  such  cooperation  and  to  create  -
notably  with  you  - the  means  for  a  deep-going  dialogue  which 
should  be  conducted 
./. - 7  -
The~~ circumstances  put  the  re~ations between  Rurope 
and  the  United  States  in their  right  pers~ectives; this 
relationship  cannot  b~ based  on  power  arguments,  quite  the 
opposite  ~  our  relations  are  those  of  equal  and  free 
entitie~ or  nations.  The  problems  are  often different  and 
the  interests  therefore  sometimes  divergent  but  we  are 
engaged  in  the  same  fight  to  re-establish  as  fast  as 
possible  a  stable  economic  and  monetary  international situation. 
After  going  through  a  difficult  period  at  the  beginning 
of  the  year,  relations  between  Europe  and  the  United  States 
seem  now  fortunately  much  happier.  The  ticklish question  of 
trading  compensation  was  settled last  spring  and  a 
flexible  and  pragmatic  solution  was  found  to  the  problem  of 
political consultations.  I  am  convinced  that  this  positive 
approach  must  make  it possible  to  face  a  new  period  of  our 
relations  in  a  climate  ~f rediscovered  harmony.  It will  thus 
be  possible  to  give  our  relations,  which,  I  repeat,  continue 
to  be  of  paramount  importan~~ 
. I . - 8  -
. to be  of  paramount  importance for  the  United  States 
~vell  as  for  Europe,  the1r  full dimension.  Not  only 
security  matters,  but  also  to  be  able  to  tackle  in  a 
.  . 
concerted  manner  the  new  tbreats  facing  us  all  as  a  result 
bf  the  energy  crisis  and  the  upheav~ls in the  world 
economy.  I  feel  strongly  that  in  this  fie!~ our  cooperation 
is  an  absolute  necessity. 
And  a  meetin~ iike  the  o~e  today  can  be  a  useful 
contribution  towards  promoting  new  and  stronger  links~ 
.if  only  to  give  us  the  opportunity  to  let our  American 
friends  know  what  is  on  our  minds  and  to  give  them  a 
better  idea  of  the  imperative  r~quirements and  constraints 
which  very  largely  determine  and  model  the  present 
Community  strategy. 
* 
*  * 
In  this  strategy  of  the  Community  another  question, 
apart  from  the  common  policies 
. I . . is  called cthe  economic  ahd  mortetary 
a  special role·.  The  solemn  decision 
fixing 1:980  as  the  target  year of  the  union  was  made  five 
· y ear  s  ago .  T h is  tin i  o n  i. s  an  a mb i  t i ou s  ;>X o je  c t  .  .  I t 
foresees  the  creation of  a  latge  economi~ area without 
frontiers.  A  series  of  preliminary  actions  will be  needed 
implying  fixed  and  irrevoquable  parities 
between European  currencies  and  will  pav~ the  way  towards 
the  creation  of  a  complete  monetary  unity. 
The  first  stage  of  this  plan  has  failed.  The  last  18 
months  have  not  been  at  all encouraging:  we  have  seen  the 
gradual  disruption  of  the  system  to  narrow  fluctuation 
margins  laboriously  instituted  in  1971  and  1972.  First  the 
pound  and  the  lira,  then  the  French  franc  had  to  withdraw 
from  Community  disciplines,  while  the  fluctuations  of  the 
dollar  throughout  1973  seriously  jeopardized  the  European 
monetary  solidarity. 
Generally  speaking, 
. I . - - - -
Gene tally speal.dng,  not  only  did  the  Economic  and 
on  the  alignment  of 
(d•spit~  the  principle  of  parallel  progress 
fields)  - lose  ground  in  the  last  two  y~ars, 
b u t  t h e  1 d ea  i ts  e 1 f  1 o s t  f or  c e •  H  a r d  h i  t  by  in  f 1 a t i on 
and  international monetary  disorder,  the  doctrine  under-
lying  actions  ~aken since  1970  has  been  shattered snd  hg~ 
not  been  repla~ed.  The  result.at  the  level  of  Community 
action  was  a  long  period  of  pause  also  caused  by  political 
changes,  taking  place  in  a  number  of  member  States. 
On  the  initiativ~ of  the  Commission  in  Brussels  new 
action  has  started  which  is  much  more  pragmatic  and  which 
I  hope  will  show  itself  much  more  efficient. 
First,  the  Nine  members  of  the  Community  have  decided 
to  closely  coordinate  their  economic  policies  and  the 
different  instruments  which  such  economic  policies  necessitate 
that  is,  monetary,  budgetary,  etc. 
The  Council  of  Economic  and 
. I . -.  - -
The  Council. of Economic  and. 
meeting· regularly  every month  to  be  able· to  confront: 
the  member  policies,  to  make  the  neces.sary  con-. 
in  view of.  determining appro.priate  g'uidelirles 
for  all  member  states.  They  also  meet  to assure 
compatibil~ty between  economici  actions  in  the  individual 
.countries. 
In  the  current  phase  the  first  objective  of  this  policy 
is  coordination  and  intensification of  the  fight  agaisnt  in-
flation  which  Ls  the  major  economic  threat  for  us  al~.  Thi~ 
fight  necessitates  vigorous  action  on  the  national  as  well 
as  international level  and  of  course,  from  our  point  of  view; 
especially  but  not  only  on  the  European  level.  Such  action 
should  strongly  take  into  account  social relalities  of  the 
member  countries  and  the  necessary  international  economic 
balance. 
We  are  fully  aware  of  the  need  for  immediate  sacrifices 
in  this  area  to  prevent  more  serious  situations.  Little by 
little a  stronger  economic  policy  is  being  shaped.  A  policy 
marked  by  a  credit-frame, 
. I. . - •i2 ·.:-
credit-~r~me by  ~ore restraine~ budgets,  by 
close  price  surveillance  and  also. by  the  will  to· contain 
.consumptiOn  or  even  re.duce  it,· especially as  far  as  oil 
products  goes,  a  policy  which should  also  be  sustained  by 
a  general  moderation  and  self  restraint  on  the  part  of  all 
actors  of  the  econom~c  game  of  social  pressure  groups.  This 
common  objective  is  for  us  a  paramount  one,  socially, 
economically,  politically  and  w~ will  try  to  reach  it together. 
Secondly,  we  attach,  of  course,  the  greatest  importance 
to  the  improvement  of  the  international  monetary  situation, 
the  grav~ty of  which  you  should  know  better  than  anyone. 
This  leads  us  to  active  participation,  with  the  grea~est 
possible  cohesion,  in  action  which  are  taken  on  the  international 
level  to  assure  smooth  functioning  of  the  Eurodollar  market 
and  to  solve  the  immense  problem  of  capital  recycling.  The 
Community  is  helped  in  this  task  by  two  very  active  permanent 
groups,  the  Monetary  Committee, 
which  i~  composed  of 
. I . mem.be~. (:ounttfes  finance  Ninist ries  and  the  Committee  r/f 
Within  the  Community,  we  are  trying  to  establish  a 
community  loan system  which could  at  the  same  time  contribu~e 
to  the  recycling  of  capital  and  permit  the  reinforcement  of 
financial  solidarity  between  our  member  States  already 
established  through  a  European  fund  for  monatary  cooperation. 
The  initiatives  in  this  field  are  clearer  since  our 
last  Council  of  Ministers  meeting  on  the  16th  of  September. 
However,  such  loan  operations  made  by  the  Community  still 
raise  a  number  of  questions,  for  example  who  will  bear  the 
guarantee  in  the  last  resort. 
HOWQVer.  I  was  glad  to  see  that  at  its last m2eting 
the  Council  of  Minister~ cledrly manifested  its will  to  take 
Community  action  in  this  field . 
. I . action  in  this  field.  And,  on  the  basis 
that  Wt.Fput:  in  hand  several  months  ago,  my  hope  is 
Community,  like  the  International  Nonetary  Fund 
interna~iRn~lry  undec  the  leadership  of  Mr~  Witt~ve~n, 
~ill contribute  to  thes~~recycling operatioris  ~h1ch are 
indispensable  to  w~rld financial  equilibrium. 
In  the  general  context  of  a  solution to  the  problems 
of  balance  o~ payments,  assessment  of  the  real  value  of 
the  different  assets  of  member  States  certainly  consiitbte~ 
a  special  problem.  You  already  know  the  Community's 
position  on  the  gal~ question,  and  you  may  have  observed 
that  in  connection with  the  recent  German  loan  to  Italy, 
the  reserves  Italy was  able  to  offer  as  guarantee  were  valued 
in  respect  of  their  gold  asset  at  a  price  much  closer  to  the 
market  than  to  the  official price.  I  think  that it is 
necessary  to  continue  along  this  path,  s~ important  for  us 
Europeans,  if  we  wish,  through  the  gradual  pooling  of 
reserves,  to  develop  European  economic  and  monetary  union. 
Thirdly:  with  the  aim  to  reinforce 
. I . Thirdly:  with  the  aim  to  reinforce  European  monetary 
~olidar1ty'at  the  same  time  as  we  assure  a  better  balance 
arid  a  bettet"  stability  in  our  system,  we  nave,  in  spite  of 
the  crisis,  kept  wilat  w.::.  1iow  call  tha  "small  snake".  rt 
still unites the Deutsch  Hark,  the  Belgian  Franc,  the 
Florin,  the  Dan~~h ttown  in  a  system  where  these  currencies 
can  only  fluctuate  within  small  margins  vis-~-vis each  other 
and  float  together  vis-a-vis  the  rest  of  the  free  currencies. 
We  experience  every  day  the  usefulness  of  a  mechanism, 
which  by  the  imposition  of  monetary  discipline,  implies 
economic  discipline  with  regard,  of  course,  to  credit,  but 
also  with  regard  to  budgetary  matters  or  taxation.  Although 
in  the  present  circumstances  it is not  possible  to  revert  to 
the  large  European  snake,  the  idea  has  still not  beeri  abandoned~ 
and  the  institution  of  a  concerted  floating  nine  European 
currencies  continues  to  be  a  basic  condition  of  progress  in 
\ 
the  field  of  monetary  unity.  We  are  examining,  in  our  Council 
of  Ministers,  what  rapid  improvements  could  be  made  in  this  field. 
We  have  numerous  other 
. I . We  hav~  numerous  other  problems  and  other  projects.  May~e, 
as  realists,  jou  may  con~~~er it wishful  thinking  that  despite 
recbnt  experience  I  still talk  about  monetary  solidarity  and 
about  European  Economic  ~nd Monetary  tnion. 
However,  I  aw 
convinced  that  we  must  proceed,  otherwise  we  will  lose  ground 
and  return  to  trade  ~ompartimentation or  to  monetary  comparti-
mentation,  a  situation of  which  we  have  in  the  p~st  harvested 
the  disastrous  consequences. 
Progress  also  presupposes  efforts  of  the  imagination 
which  will  have  to  be  put  into  concrete  action.  Among  these 
efforts  a  special  place  should  be  given  to  some  progress 
towards  a  European  currency. 
Again.  it is  probably  ambitious 
to  mention  this  idea,  which  to  everyone  seems  to  be  the  fina1 
stage  of  a  union  which  has  yet  to  be  achieved. 
On  the  other 
hand,  how  can  one  deny  the  role  of  currency  as  a  motor  - both 
in  the  develqpment  of  economic  phenomena  and  in  the  cons-
ciousness  of  the  agents  taking  part  in  these. 
One  of  the  tests  of  the  transition  from  the  Europe  of 
the  experts  to  a  Europe 
\ 
. I . the  experts  to  a  Europe  of  living  forces  t-lill  undoubtedly 
be  the  ability  for  an  inhabitant  of  Paris,  or  a  businessman 
1n  Rome,  to  pay  his  debt  in  Bonn,  say,  or  colLect  a  claim 
·£rom .Brus:3els  denominated in  a  European  monetary ·unit.· 
Here  too  th~  way  has  been  cleared.  The  Community 
already  has  unities  of  account,  for  example  for  the  common 
agricultural  policy  or  for  the  accounting  of  the  operations 
of  loans  among  member  countries. 
These  units,  the  major  defect  of  which  is  that  there 
are  already  too  many  of  them,  have  the  disadvantage  of  be1ng 
expressed  in  gold  at  a  time  when  the  valuation of  this metal 
does  not  make  it easy  to  convert  them  into  the  various 
national  currencies  unless  agreement  is  reached  either  by  . 
convention  or  regulation  on  the  conversion  rates  to  be  adopted. 
This  has  been  achieved  by  some  banks  - whose  representatives 
I  have  the  pleasure  in  greeting  here  - in  connection  with 
bond  issues  denominated  in  a  "European  unit  of  account". 
Other  banks  have  joined 
. I . - 18  -
Other  bonks  have  joined  this  project  by  using 
compos.ice  units  based on  a  basket  of  currencies,  Thls 
is  t  n e  ease  w  i  c n  the  .rL  lJ ni. t  or  t  n e  l.!.. u r co ,  a  currency 
in  whi~h  the  Euc0pciciu  lilV23cment  Bank  .issued  a  loan  lase  year. 
For  the  moment,  the  only  functions  of  money  tised  in 
these  experiments  is  that  ofa  unit  of  account,  leaving 
aside  in  fact  not  only  its  function  as  a  reserve  asset  but 
more  especially  as  a  medium  of  payment.  However,  sooner  or 
later  this  Community  loan  which  I  have  just mentionedt  or 
any  other  operation  of  the  same  kind,  co~ld provide  an 
opportunity  for  using  a  new  monetary  unit,  which  we  could 
call  the  ECU  The  Latin  countries  would  quickly  be 
familiar  with  this  now  old  continental  currency,  wh~le 
the  Anglo-Saxons  would  be  happy  to  see  the  English  initials 
of  the  "European  Common  Unit"  for  the  common  European  currency. 
The  primary  function  of  this  instrument  would,  in  fact, 
be  to  make  it possible  to  denominate  in  a  satisfactory  and 
stable  unit  the  bonds  to  be  issued  on  the  international 
financial  markets,  in particular 
. I . f in  a nc ±a 1  mark  e t s ,  . in  par tic  u 1 a r  to  the  h o 1 de r s  of  pet  r o-
dollar~.  Fro~bonds oi  pr~vate placement  contracts  we 
could  eventually  pass  on  to  the  denomination  of  time  claims  ~~d 
liabilit~es  before  arrivin~.  certainly  at  a  much  later stage 
to  sight  paper,  the  ultimate  stage,  which  would  give  the 
ECU  the  traditional  functions  oi  money. 
The .difficulties are  numerous. 
but  I  think  that  they  can  be  solved, 
They  need  st~dying 
Politically  the 
coexistence  with  national  currencies  does  riot  risk  to  en-
danger  the  financial  equilibrium  or  the  sovereignty  of 
the  member  States.  For  the  construction  of  Europe  the  use 
of  a  more  dynamic  European  monetary  unit  than  our  present 
unit  of  account  could  be  as  fitting  a  solution as  the 
narrowing  of  margins  to  ensure  European  monetary  unity  in 
the  long  term,  provided,  of  course,  that  there  is  the 
political  resolve  to  support  this  grand  design. 
This  grand  design,  in  spite  of  the  storms,  is  present 
in the  minds  of  European  politicians  and  in  the  Community 
institutions.  This  is  their will 
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institutions.  This  is  their will.  The latest  initiatives, 
especially  those  taken  by  President  Giscard  D'Estaing,  have 
no  other  meaning.  How  can  we  proceed  faster  and  further  ? 
How  can  we  give  Europe  not  only  a  booster  but  a  built-in 
,_ 
dynamism  ?  It  is  an  enterprise  of  hope.  It  is  true  that  the 
difficult  roads  have  their  stones,  obstacles  and  holes~  I 
accept  the  thorns  and  obstacles  if,  as  the  Ancient  Latins 
said  :"  Europe  through  narrow  passages  climbs  to  high  destiny". 